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2 May: UST yields rose on ISM manufacturing price index
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JP Morgan bought First Republic; core-PCE prices up 4.6%; ISM-manufacturing still in contraction

BOJ maintained policy rate at -0.1%; may review its policy moves ahead

China’s official manufacturing-PMI unexpectedly shrank; services PMI retreated but still strong

The Dow Jones Industrial Average closed Monday 0.1% d/d lower following

Key Market Metrics
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tightening. The 2Y jumped 13bps to 4.14%, while the 10Y climbed 15bps to
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expectations that the ECB will raise rates on Thursday, while GBP
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depreciated 0.6% d/d. JPY continued with its depreciating trend, plunging
0.9% d/d to 137.50 after the BOJ maintained its ultra-low interest rates last USD/CNH 6.9617 0.50
Friday. AUD gained 0.2% d/d ahead of RBA’s policy meeting today, where ~ USD/MYR 44622 002
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Commodities
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maintain its yield curve control and policy rate unchanged at -0.10%. BOJ,
nevertheless, dropped the guidance BOJ “expects short- and long-term
policy interest rates to remain at their present or lower levels,” thus
effectively giving the central bank room to adjust its policy ahead.

¢ Key forecasts include: 1) Core inflation rate for fiscal year 2023 and 2024
revised upwards to 1.8% (Previous forecast: 1.6%) and 2.0% respectively
(Previous: 1.8%). 2) GDP projection for 2023 revised downwards to +1.4%
(Previous: 1.7%); Projection for 2024 revised upwards to 1.2% (Previous:
1.1%).




Japan’s Consumer Confidence Index rose more than expected to 35.4 in
April (March: 33.9), with improvements seen across all sub-indices,
especially willingness to buy durable goods: The contraction in housing
starts, meanwhile, worsened less than expected by -3.2% y/y in March (-
0.3% y/y), while the final print of Jibun Bank Japan PMI was left unchanged
at 49.5 in April (March: 49.2).

US headline PCE prices decelerated sharply; ISM-manufacturing still in
contraction although priced popped up

Matching expectations, US core personal consumption expenditures (PCE)
price index remained sticky at +0.3% m/m (Feb: +0.3% m/m) and 4.6% y/y
respectively in March (Feb: +4.7% y/y), while headline PCE decelerated
sharply to +0.1% m/m (Feb: 0.3% m/m) and +4.2% y/y (Feb: 5.1% y/y). The
latter reflects a sharp drop in energy prices by 3.7% m/m, while prices of
goods also fell 0.2% m/m (Feb: +0.1% m/m). Service inflation, on the other
hand, also increased at a slower pace of 0.2% m/m (Feb: +0.4% m/m).

As it is, concerns over service inflation, driven partly due to strong wage
growth, risks keeping prices above the Fed’s target and thus supports our
view of another 25bps rate hike in the FOMC meeting this week. Data
showed that the Employment Costs Index accelerated more than expected
by +1.2% q/q in 1Q (4Q22: +1.1% q/q), while personal income also topped
estimate at +0.3% m/m in March (Feb: +0.3% m/m). Consumer spending
was nevertheless flat (Feb: +0.1% m/m) with lower spending in goods (-
0.6% m/m vs Feb: -0.2% m/m) due to motor vehicles while spending in
services picked up to +0.4% m/m (Feb: +0.2% m/m) due to housing utilities.
Construction spending rebounded more than expected by 0.3% m/m in
March (Feb: -0.3% m/m). However, residential construction continued to
fall for the 10" month by 0.2% m/ m (Feb: -1.4% m/m).

The ISM Manufacturing Index rose more than expected, albeit still in the
contraction territory, to 47.1 in April (March: 46.3). The New Orders Index
remained sluggish at 45.7 (March: 44.3) and 73% (March: 70%) of the
manufacturing GDP is reported to be contracting. However, fewer
industries contracted strongly at 12% in April (March: 25%). Separately, the
final S&P Global US PMI was revised downwards by 0.2ppts to 50.2 in April
(March: 49.2).

On regional activities, the Kansas City Fed Services Activity Index grew
moderately at 7 in April (March: -4) and expectations for the next six
months increased further (14 vs March: +2). Of note, firms expect input
price growth to ease slightly over the next six months and selling prices to
slow substantially. The increase was also driven by growth in health
services, tourism and hotels as well as restaurants, which more than offset
the contraction in auto and retail activity. Separately, the MNI Chicago PMI
unexpectedly edged up to 48.6 in April (March: 43.6), with the business
barometer and new orders sub-indices remained in contraction, albeit at a
slower pace.

Eurozone’s GDP missed estimates at +0.1% q/q

Eurozone grew a shade slower than expected by +0.1% g/q in 1Q (4Q: 0) as
growth in Germany stalled (4Q: -0.5% q/q) and avoided a technical
recession. France’s GDP meanwhile picked up by 0.2% qg/q (4Q: 0) despite a
spate of widespread strikes, while the Irish economy was a notable weak
spot, contracting 2.7% q/q (4Q: +0.3% q/q).
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UK Business Barometer hit 11-month high

Llyod’s business confidence hit a 11-month high of 33 in April (March: 32)
as companies were optimistic about their plans to raise prices (61% vs
March: 59%). Confidence was also driven by the hospitality and financial
services sectors.

China’s Manufacturing PMI unexpectedly shrank

China’s official manufacturing PMI hit its lowest level since post-Covid
reopening, with the index unexpectedly dipping below the 50-threshold at
49.2 in April (March: 51.9). The new orders fell to 48.8 (March: 53.6),
signalling a decline in market demand, while the new export orders index
also fell to contraction range at 47.6 (March: 50.4), its lowest level in three
months. Of note, the contraction in the steel PMI deepened to 45.0 (March:
48.4), pointing to weakening demand for housing-related materials.

The PMI for the services sector, despite falling more than expected to 56.4
for the same month (March: 58.2), remained the second highest reading for
the year so far. The construction gauge, specifically, retreated from March’s
record but remained robust at 63.9 (March: 65.6). In a statement by the
Politburo, the decision-making body said that the current economic
improvement was mainly led by recovery-driven growth and added that
internal driving force is not strong.

Australia’s PPl accelerated; private sector credit remained unchanged
Australia’s PPl accelerated to +1.0% q/q in 1Q (4Q22: +0.7% q/q), led by
electricity and gas supply, output of building construction as well as
education and training services. In the consumer sector, the Melbourne
Institute’s Inflation gauge decelerated for the third consecutive month to
+0.2% m/m in April (March: +0.3% m/m). Prices, nevertheless, remained
high on a y/y basis at +6.1% (March: 5.7% y/y).

Matching expectations, Australia’s private sector credit remained
unchanged at +0.3% m/m in March but decelerated on a y/y basis to +6.8%
y/y (4Q22: +7.6% vy/y). Separately, the Judo Bank Australia PMI
Manufacturing was revised 0.1ppts lower to 48.0 in April (March: 49.1).

Singapore’s unemployment rate dipped to 1.8%

In 1Q, Singapore’s employment expanded for the 6% quarter to surpass pre-
pandemic level by 3.9%. This was nevertheless, offset by higher
retrenchments at 4.0k (4Q22: 3.0k), with business
reorganisation/restructuring continued to be a top reason for
retrenchments and led by electronics manufacturing as well as professional
services and information and communications sectors. As a result,
unemployment rate edged down to 1.8% (4Q: 2.0%)

Vietnam’s inflation eased; retail sales eased but remained strong, IPI
rebounded despite worsened exports

Vietnam’s inflation rate unexpectedly eased for the third consecutive
month to 2.8% y/y in April (March: 3.4% y/y), predominantly due to a fall in
food prices and education costs. According to the GSO Office, the former
benefitted from abundant supply while the latter was due to the
adjustment of tuition fees in some localities in accordance with Resolution
No. 165/NQ-CP. According to this resolution, public education and raining
institutions must maintain the tuition fee rates stable for the 2022-2023
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school year to support students from low-income families and
disadvantaged households.

Retail sales decelerated but remained double digit at +11.5% y/y in April
(March: +13.4% y/y). In specific, tourism related sales contributed to the
slower sales at +86.0% y/y (March: +113.9% y/y).

IPI rebounded to chalk a marginal growth of +0.5% y/y (March: -1.6% y/y),
led by the rebound in manufacturing output (+0.2% y/y vs. March: -1.7%
y/y) and in tandem with it, stronger electricity production (+4.7% y/y vs.
March: +1.8% y/y). This is despite a bigger decline in exports, albeit less than
expected, at-17.1%y/y (March: -14.8% y/y). This was underpinned by lower
exports of wood products and textiles amongst its key products.

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 100-102 100.97 99.96 97.96 96.98
EUR/USD 1.09-1.11 1.10 1.11 1.12 1.13
GBP/USD 1.24-1.26 1.24 1.25 1.24 1.24
usD/JPY 135-138 131 130 128 128
AUD/USD 0.65-0.67 0.68 0.68 0.69 0.70
USD/MYR 4.43-4.47 4.39 4.35 431 4.28
USD/SGD 1.33-1.34 1.31 1.30 1.27 1.26
Rates, % Current 2Q-23 3Q-23 4Q-23 1Q-24
Fed 4.75-5.00 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.50 4.00 4.00 4.00 4.00
BOE 4.25 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.60 3.60 3.60 3.60 3.60
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

2-May MA S&P Global Malaysia PMI Mfg (Apr) 48.8
AU RBA Cash Rate Target 3.60%
UK Nationwide House Px NSA YoY (Apr) -3.10%
EC HCOB Eurozone Manufacturing PMI (Apr F) 455
UK S&P Global/CIPS UK Manufacturing PMI (Apr F) 46.6
HK GDP YoY (1Q A) -4.20%
EC CPI Estimate YoY (Apr) 6.90%
US JOLTS Job Openings (Mar) 9931k
US Factory Orders (Mar) -0.70%
US Durable Goods Orders (Mar F) 3.20%
US Cap Goods Orders Nondef Ex Air (Mar F) -0.40%

3-May AU Judo Bank Australia PMI Services (Apr F) 52.6
VN S&P Global Vietnam PMI Mfg (Apr) 47.7
AU Retail Sales MoM (Mar) 0.20%
MA BNM Overnight Policy Rate (37742) 2.75%
EC Unemployment Rate (Mar) 6.60%
US MBA Mortgage Applications 3.70%
US ADP Employment Change (Apr) 145k
S| Purchasing Managers Index (Apr) 49.9
US S&P Global US Services PMI (Apr F) 53.7
US ISM Services Index (Apr) 51.2

Source: Bloomberg
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or
solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any
contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in
or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for
their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the
account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may
possess or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation
that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance
can be given that any opinion described herein would yield favourable investment results. Recipients who are not market professional or institutional
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the
recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does
not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof
agrees to be bound by the foregoing limitations.




